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Net Sales. 

Net Income. 

Earnings Per Common Share. 

Average Number of Common Shares Outstanding 

Shareholders’ Equity. 

Shareholders’ Equity Per Common Share .... 
Number of Stores: 

Thrifty Drug and Discount Stores. 

Big 5 Sporting Goods Stores. 

Thrifty Food Service Units. 

Wonder World Discount Department Stores . 

*LIFO method of accounting for inventories used in both years. 


Highlights of the year 


For Year Ended * 
Augusl3t 1976 

$610,074,000 
$ 7,851,000 
800 
9,801,000 
$ 83,800,000 
$ 8.55 

490 

43 

55 

4 


For Year Ended * 
August^t 1975 

$546,716,000 
$ 5,679,000 

580 
9,801,000 
$ 79,870,000 
$ 8.15 

469 

36 

54 

4 
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Thrifty Drug Stores Co. Inc. 


During the fiscal year which ended August 31, 1976, 
sales and profits of Thrifty Drug Stores Co. Inc. were 
substantially better than the year before. 

Sales 

Sales, which continued to break all previous rec¬ 
ords, were $610,074,000 compared with $546,716,000 
the previous year, an increase of 11.59%. Fiscal 1976’s 
sales record represents the 47th consecutive year in 
which sales have increased over the previous year. 
In addition, sales of “same stores” (which do not in¬ 
clude sales of stores opened during the last two fiscal 
years) increased for the 22nd consecutive year and 
at a greater rate than in any fiscal year since 1960. 

This record of consistent sales increases is partic¬ 
ularly significant in view of the fluctuations in the 
levels of the economy in the areas in which we operate 
and the strong competition for the consumer dollar 
from all types of retailers. 

Profits 

Consolidated income before taxes for fiscal 1976 
was $14,709,000 compared with $10,701,000 for the 
previous year. 

Consolidated income after taxes for the 1976 fiscal 
year amounted to $7,851,000 compared with $5,679,000 
the previous year, an increase of 38.3%. 

Common share earnings for fiscal 1976 were 800 
per share compared with 580 per share for the pre¬ 
vious year. 

It is noted that both years reflect the last-in, first- 
out (LIFO) method of determining merchandise in¬ 
ventory costs which was adopted as of September 
1,1973. 

All of our subsidiaries, Big 5 Sporting Goods, The 
Newman Importing Company, Inc., Wonder World 
Company, and the Thrifty Realty Company aided our 
sales and profit accomplishments. 

Dividends 

We declared and paid dividends of $3,921,000 on 
our common shares during fiscal 1976. Our current 


quarterly dividend rate is 100 per share. We have 
paid cash dividends on our common shares in every 
fiscal year since 1937, 39 consecutive years. 

Expansion 

During the 1976 fiscal year we opened 25 new Thrifty 
stores and closed four small stores. In addition, we 
enlarged the central checkstand area in eight of our 
existing stores and all 25 of our new stores in order to 
extend the customer self-service concept to more 
departments. Thus, at year end we had 274 stores 
operating with this design and we plan to effect simi¬ 
lar changes in most of the remaining stores. We also 
opened eight new Big 5 Sporting Goods units and 
closed one. We opened two Thrifty Food Service units 
and closed one during the 1976 fiscal year. 

At August 31,1976, the company was operating 490 
Thrifty Drug and Discount Stores, 43 Big 5 Sporting 
Goods units, 55 Thrifty Food Service units and was 
managing four Wonder World Discount Department 
Stores. Of the 490 Thrifty stores, 393 or over 80% 
have been opened since 1960. Barring unexpected 
developments, 25 new Thrifty stores will be opened 
during Thrifty’s fiscal year ending August 31, 1977. 
In addition, we plan to open five new Big 5 Stores 
during this fiscal year. 

Other Matters 

At October 28, 1976, the Company’s Retirement 
Trust owned 2,476,900 shares or 25.27% of the com¬ 
mon shares outstanding. 

On October 31, 1976, we had approximately 10,500 
listed shareholders in all 50 states of the United States 
and 13 foreign countries. 

In the succeeding pages of this report there are 
comparative consolidated financial statements show¬ 
ing the results of our operations for the past two fiscal 
years, and our financial condition as of August 31, 
1976 and August 31, 1975. The accounts of all of our 
wholly-owned subsidiaries are included in the con¬ 
solidated financial statements of Thrifty Drug Stores 
Co. Inc. On page 16 of this report, you will find a 
chart showing the growth of the Company since 1952. 
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In February, 1976 the Company, without admitting 
any wrongdoing and for settlement purposes only, 
entered into a consent order with the F.T.C., which had 
alleged that the Company received discriminatory 
promotional considerations from suppliers. The Com¬ 
pany has consistently denied these charges. In the 
consent order, the Company agreed not to receive 
such considerations on terms more favorable than 
those proportionately available to competitors. A pur¬ 
ported class action based on the F.T.C. allegations 
was filed in July, 1976 by an individual who is pres¬ 
ently acting as his own attorney, allegedly on behalf of 
suppliers to the Company. The action has not, to date, 
been certified by the court as a proper class action. It 
is management’s opinion, after consultation with coun¬ 
sel, that neither of these matters has had nor will have 
a significant effect on the Company. 

We are proud of the over 12,500 individuals asso¬ 
ciated with our organization. Unquestionably, their 
loyalty and dedicated performance are the principal 
reasons for our successful record. 

It is interesting to note that, in the first two months 
of fiscal 1977, both same store and all store sales 
increased at a greater rate than in fiscal 1976. Thus, 
although Thrifty’s results are subject to general eco¬ 
nomic conditions in the areas in which it operates, 
we expect that fiscal 1977 will represent the 48th 
consecutive year of increasing all store sales, the 
23rd consecutive year of increasing same store sales 
and we expect that fiscal 1977’s profits will substan¬ 
tially exceed 1976. 

We will all continue to exert every effort to build an 
organization which will be noted for the high level of 
its relations with its employees and for its attractive¬ 
ness as an investment for its shareholders. 

Respectfully submitted, 




Leonard H. Straus 
President 


November 19, 1976 
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Thrifty Drug Stores Co. Inc. and subsidiaries 


The Company 


The Company has grown from a single retail store 
opened in Los Angeles in 1929 to the operation on 
August 31, 1976 of: 

• 490 retail drug and discount units 

• 43 sporting goods stores under the trade name 
“Big 5” 

• 55 food service units 

• 4 discount department stores under the name 
“Wonder World” 

• an importing business 

• distribution centers, a film processing plant, an 
ice cream plant and many auxiliary services in 
support of its retail operations. 

THRIFTY DRUG AND DISCOUNT STORES 

The Company has been engaged in the chain drug 
and discount store business for the past 47 years, with 
particular emphasis on total discount pricing policies 
since 1967. 

The Company’s drug and discount stores, which 
carry a broad range of general merchandise, are 
operating primarily on a self-service basis utilizing 
centrally located checkout counters, although sales 
personnel are used where a product requires special 
service. Most of these stores are located in commu¬ 
nity shopping centers and remain open 13 hours a day 
every day of the year. All sales are on a cash basis 
except certain limited sales of prescriptions under 
government or insurance funded health care plans. 

At August 31, 1976, 62% of Thrifty’s stores were 
located in Southern California, 24% in Northern Cali¬ 
fornia, and 14% in the states of Arizona, Idaho, Ne¬ 
vada, New Mexico, Oregon, Utah, Washington and 
Wyoming. 

FOOD SERVICE OPERATIONS 

The Company operates 55 fountain and coffee shop 
facilities for food service, most of which are located 
in or adjacent to its retail stores. All are located in 
California, and are served from a central Company 
commissary. 

BIG 5 SPORTING GOODS STORES 

In 1971, the Company acquired United Merchandis¬ 
ing Corp., which is engaged in the operation of sport¬ 
ing goods stores under the trade name “Big 5”. Big 5 
stores carry a wide variety of sporting goods and re¬ 
lated equipment and supplies, and follow merchan¬ 
dising and purchasing policies which are compatible 
with those of the Company. There are now 43 Big 5 
stores. Twenty-nine of the stores are located in 
Southern California, ten in Northern California, and 
four in Nevada. 


It is planned that Big 5 will continue to open new 
stores and aid in developing and enlarging the sport¬ 
ing goods departments in Thrifty Drug and Discount 
stores. 

NEWMAN IMPORTING 

In November, 1973 the Company acquired The 
Newman Importing Company, Inc. which operates an 
importing business, including sporting goods, camp¬ 
ing equipment and general sundry merchandise with 
sales to jobbers, retailers and mail order houses. 

WONDER WORLD 

In November, 1973 the Company formed Wonder 
World Company which acquired master leaseholds 
relating to four discount department stores in Las 
Vegas, Nevada, the operating departments of which 
are subleased to others. 

WONDER WORLD TRAVEL SERVICE 

In 1976 the Company formed Wonder World Travel 
Service of Nevada which operates a travel agency 
in Las Vegas, Nevada, and Los Angeles, California. 

THRIFTY REALTY 

The Company’s executive offices are located on a 
13V2 acre complex owned by Thrifty Realty Company 
in Los Angeles. Facilities of the Company at this loca¬ 
tion also include a Thrifty Drug and Discount Store, a 
Thrifty coffee shop and a distribution center for re¬ 
ceiving, storing and distributing merchandise. Thrifty 
Realty also owns distribution centers in Anaheim and 
San Leandro, California, an ice cream processing 
plant, a film processing plant in Los Angeles, one 
Wonder World Discount Store, one Big 5 Store and an 
office building in downtown Los Angeles, which in¬ 
cludes a Thrifty store. 

In addition, at the present time, 29 drug and discount 
store properties are owned by Thrifty Realty Company. 
All of the other store facilities operated or managed 
by the Company are leased or held pending sale and 
leaseback. 

Substantially all leases will expire during the next 
30 years, and virtually all contain options to extend 
exercisable by the Company. 

MANUFACTURING AND PROCESSING PLANTS 

The Company operates the following manufacturing 
and processing plants: 

• a new 50,000 sq. ft. ice cream plant for the manu¬ 
facture of Thrifty brand ice cream in package and 
bulk. The new plant pictured on page 8 of the 
report has quadrupled the production capacity 
of the former plant to approximately 20 million 
gallons annually. 
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• a 60,000 sq. ft. film processing plant serving over 
90% of the stores in operation at August 31, 1976, 
utilizing the latest Kodak print processing equip¬ 
ment. The plant capacity is well over the stores 
presently serviced. 

• a 125,000 sq. ft. cabinet shop which manufactures 
and distributes display fixtures and equipment for 
new and existing stores. 

• a 35,000 sq. ft. food processing plant which pro¬ 
cesses and distributes food products and sup¬ 
plies to the food service units. 

• a 20,000 sq. ft. sign production plant which de¬ 
signs and produces sign and display material for 
the stores. 

AUXILIARY SERVICES 

In addition to the manufacturing and processing 
plants, the Company operates numerous in-house 
service departments. Among these are: 

• five distribution centers totalling approximately 
1,300,000 square feet of warehouse space. 

• transport equipment serving all the stores. 

• a data processing department comprised of an 
IBM System 370 Model 145 computer utilizing 
OS/VS-1 operating system providing real time 
(instantaneous) response to central office in¬ 
quiries utilizing CICS (telecommunication moni¬ 
tor) and our own data base monitor. 


• a security department which performs investiga¬ 
tive, protective and shopper services for all 
operations. 

• an inventory department to operate inventory 
crews which take store physical inventories on 
a rotating basis. 

• an installation department which operates crews 
which install equipment and merchandise in new 
and remodeled stores. 

• a maintenance department which performs re¬ 
pairs and preventive maintenance in the stores 
and other facilities. 

MERCHANDISING 

Over the years the Company has greatly broadened 
the range of merchandise sold in its stores to include 
items normally carried by discount, drug, variety and 
department stores. Our store purchasing records in¬ 
dicate that no merchandise category represents as 
much as 10% of the Company’s total store sales. 

COMPETITION 

Highly competitive conditions prevail in the drug 
and discount store field. In the areas in which the 
Company operates its stores, there are numerous 
competing retail outlets of various types, including 
discount stores, department stores, variety stores and 
drug stores, many of which are operated by large 
chains. Price, service, product quality, advertising, 
and the convenience of store location are important 
factors in such competition. The Company has tra¬ 
ditionally emphasized these elements in its operation. 


COMMON STOCK 

The Company’s common stock is traded on the New York Stock Exchange and Pacific Exchange (ticker 
symbol TFD). The range of market prices and cash dividends paid during the past five years were as follows: 



New York Stock Exchange 

Cash Dividends 


Market Prices 

Per Share 


High 

Low 


Year Ended August 31, 1976 




First quarter ended November 30, 1975 . 

. $ 7 

$ 514 

$.10 

Second quarter ended February 29, 1976 . 

. 8% 

614 

.10 

Third quarter ended May 31, 1976 . 

. 914 

714 

.10 

Fourth quarter ended August 31, 1976 . 

. 814 

714 

.10 




140 

Year Ended August 31, 1975 




First quarter ended November 30, 1974 . 

. $ 5% 

$ 414 

$.10 

Second quarter ended February 28, 1975 . 


4 

.10 

Third quarter ended May 31, 1975 . 

. 65/8 

5 

.10 

Fourth quarter ended August 31, 1975 . 

. 634 

5% 

.10 




$.40 

Year ended August 31, 1974 . 

. $ 8% 

$ 414 

$.392 

Year ended August 31, 1973 . 

. $13 3 4 

$ 63/4 

$.368 

Year ended August 31, 1972 . 

. $16 3 4 

$10V8 

$.359 
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Thrifty Drug and Discount Stores are specially designed to blend in with the character of their particular locale. Pictured above are stores in Las Vegas, Nevada; Salt 
Lake City, Utah; Tucson, Arizona; and Atascadero, San Diego, and Corona, California. 
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The Company 


FIVE YEAR CONSOLIDATED SUMMARY OF OPERATIONS 

(In thousands, except per share amounts) 
Year Ended August 31 



1972 

1973 

1974 

1975 

1976 

Sales . 

$388,387 

$426,342 

$480,476 

$546,716 

$610,074 

Cost of goods sold, buying and occupancy 

280,332 

308,783 

363,035 

408,238 

453,515 

Interest expense (principally long-term) . 

1,639 

1,568 

2,134 

2,716 

2,166 

Income taxes . 

8,108 

9,058 

2,932 

5,022 

6,858 

Net income . 

8,939 

9,565 

3,975 

5,679 

7,851 

Dividends paid on common stock. 

3,477 

3,566 

3,842 

3,921 

3,921 

Per common share 

Net income. 

.92 

.99 

.41 

.58 

.80 

Dividends paid. 

.359 

.368 

.392 

.40 

.40 

Weighted average number of shares 
outstanding . 

9,676 

9,698 

9,802 

9,801 

9,801 


Note: Fiscal years 1974, 1975 and 1976 reflect the last-in, first-out (LIFO) method of determining merchandise 
inventory cost which was adopted by the Company as of September 1, 1973; it had previously used a method 
which approximated the first-in, first-out (FIFO) method. The new method is considered to be preferable 
because it more closely matches current costs with current revenues in periods of price level changes. Under 
the LIFO method, current costs are charged to cost of sales for the year. 

MANAGEMENT DISCUSSION OF SUMMARY OF OPERATIONS 
1976-1975 

Increased revenues in 1976 compared to 1975 were due in part to: 

1) Increased sales per unit in same stores resulting from continued improvement of advertising and mer¬ 
chandising programs in fiscal 1976. 

2) Additional sales from new stores opened in 1976. 

Cost of goods sold, buying and occupancy improved from fiscal 1974 and 1975 levels, both of which were 
depressed due to a labor dispute in that period and a significant change in merchandising programs. 

Interest expense decreased as a result of reduced borrowing requirements of Thrifty Drug Stores Co. Inc. 
and a decline in the prime rate of interest during fiscal 1976 compared to fiscal 1975. 

Increased income was caused primarily by the increase in revenues which exceeded the increase in expenses. 
Income taxes are discussed in Note 5 of Notes to Consolidated Financial Statements. 

1975-1974 

Increased revenues in 1975 compared to 1974 were due in part to: 

1) Increased sales per unit as a result of improved advertising and merchandising programs in 1975. 

2) Additional sales from new stores opened in 1975. 

3) A labor dispute with nine Southern California Retail Clerks Unions which adversely affected sales in 
1974. 

Interest expense increased as a result of increased borrowings by Thrifty Realty Company. 

Increased income was caused primarily by the increase in revenues which exceeded the increase in expenses. 
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Thrifty ice cream has been winning gold medals at state and county fairs for over 26 years. This new 50,000 sq. ft. plant located on a 3 V 2 acre site in El Monte, 
California is among the most modern in the country. The plant has a productive capacity of over 20 million gallons of ice cream annually with a storage area for 
about three quarters of a million gallons of finished product. 
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Customers line up hours before the opening of Big 5 Sporting Goods annual pre-season warehouse ski sale. This IVi day event attracts thousands and is fast becoming 
a Southern California tradition. Shopping complexes in San Bernardino and Riverside, California, including a Thrifty Drug and Discount Store, a Thrifty Coffee Shop and 
a Big 5 Sporting Goods store. Thrifty Drug and Discount Stores in Citrus Heights and Sacramento, California. 
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Thrifty Drug Stores Co. Inc. and subsidiaries 


ASSETS 

Current Assets: 

Cash . 

Certificates of deposit and Treasury bills . 

Receivables . 

Merchandise and other inventories, at cost (Note 1) 

Prepaid expenses . 

Total current assets . 


1976 


$ 8,254,000 
1,177,000 
1,925,000 
103,795,000 
4,372,000 
119,523,000 


Investments in Other Companies, 

at cost (1976 market value, approximately $1,350,000) 


391,000 


Property, Plant and Equipment, at cost: 

Thrifty Realty Company (land) . 

Thrifty Realty Company (buildings and improvements) . 

Thrifty Drug Stores Co. Inc. and other subsidiaries (equipment) ... 

Less — accumulated depreciation and amortization . 

Other Assets 


11,196,000 

28,681,000 

55,528,000 

95,405,000 

30,475,000 

64,930,000 

5,239,000 

$190,083,000 


The accompanying notes are an integral part of these balance sheets. 


1975 

$ 7,978,000 
2,115,000 
4,002,000 
96,952,000 
3,901,000 
114,948,000 

26,000 

12,500,000 

28,083,000 

48,887,000 

89,470,000 

27,844,000 

61,626,000 

4,598,000 

$181,198,000 
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Consolidated balance sheets, August 31, 1976 and 1975 


LIABILITIES 

Current Liabilities: 

Accounts payable . 

Accrued liabilities. 

Federal income taxes. 

Current maturities of long-term notes payable 
Total current liabilities. 


1976 

$ 54,831,000 
9,844,000 
1,911,000 
966,000 
67,552,000 


Deferred Federal Income Taxes (Note 5) . 

Long-Term Notes Payable, net of current maturities shown above 
(Note 2): 

Thrifty Drug Stores Co. Inc. and other subsidiaries. 

Thrifty Realty Company (secured) . 

Thrifty Realty Company (not secured) . 


Contingencies (Note 3) 

Shareholders’ Equity (Notes 2 and 4): 

Common stock, without par value — 

Authorized —15,000,000 shares 

Outstanding — 9,801,428 shares in both years stated at 

Capital surplus . 

Earned surplus . 


4,301,000 


2,259,000 

15,771,000 

16,400,000 

34,430,000 


2,675,000 

3,086,000 

78,039,000 

83,800,000 

$190,083,000 


The accompanying notes are an integral part ot these balance sheets. 


1975 

$ 50,353,000 
9,316,000 
2 , 120,000 
1,436,000 

63,225,000 

3,191,000 


2,180,000 

16,532,000 

16,200,000 

34,912,000 


2,675,000 

3,086,000 

74,109,000 

79,870,000 

$181,198,000 
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Thrifty Drug Stores Co. Inc. and subsidiaries 


Consolidated statements of income 

For the years ended August 31, 1976 and 1975 


Sales 


1976 

$610,074,000 


Costs and Expenses: 

Cost of goods sold, buying and occupancy. 

Selling and administration . 

Depreciation and amortization — 

Thrifty Realty Company. 

Thrifty Drug Stores Co. Inc. and other subsidiaries 
Interest expense (Note 5) — 

Thrifty Realty Company . 

Thrifty Drug Stores Co. Inc. and other subsidiaries .. 
Interest income. 


453,515,000 

134,966,000 

589,000 

4,252,000 

1,545,000 

621,000 

(123,000 ) 

595,365,000 


Income Before Provision for Taxes on Income 


14,709,000 


Provision for Taxes on Income (Note 5): 

Current . 

Deferred . 

Net Income. 


5,748,000 
1,110,000 
6,858,000 
$ 7,851,000 


Earnings Per Common Share, based on average shares outstanding .. 


$.80 


The accompanying notes are an integral part ot these statements. 


1975 

$546,716,000 

408,238,000 

120,963,000 

593,000 

3,630,000 

1,561,000 

1,155,000 

(125,000) 

536,015,000 

10,701,000 

4,053,000 
969,000 
5,022,000 
$ 5,679,000 

$.58 
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Consolidated statement of changes in financial position 

For the years ended August 31, 1976 and 1975 


SOURCES OF FUNDS: 

1976 

1975 

Net Income. 

$ 7,851,000 

$ 5,679,000 

Depreciation and amortization . 

4,841,000 

4,223,000 

Deferred income taxes . 

1,110,000 

969,000 

Funds provided from operations. 

13,802,000 

10,871,000 

Additions to long-term notes payable — 



Thrifty Realty Company . 

200,000 

6,747,000 

Other Subsidiaries . 

329,000 

— 


14,331,000 

17,618,000 

USES OF FUNDS: 



Cash dividends on common stock. 

3,921,000 

3,921,000 

Additions to (sales of) properties, net — 



Thrifty Realty Company . 

(542,000) 

7,006,000 

Thrifty Drug Stores Co. Inc. and other subsidiaries. 

8,687,000 

6,571,000 

Payments on long-term notes payable — 



Thrifty Realty Company . 

761,000 

1,326,000 

Thrifty Drug Stores Co. Inc. and other subsidiaries. 

250,000 

2,988,000 

Other . 

1,006,000 

240,000 


14,083,000 

22,052,000 

INCREASE (DECREASE) IN WORKING CAPITAL . 

$ 248,000 

$ (4,434,000) 

INCREASE (DECREASE) IN WORKING CAPITAL 



ACCOUNTED FOR BY CHANGES IN: 



Cash . 

$ 276,000 

$ 2,758,000 

Merchandise and other inventories . 

6,843,000 

(1,599,000) 

Other current assets . 

(2,544,000) 

1,795,000 

Accounts payable . 

(4,478,000) 

(3,065,000) 

Accrued liabilities . 

(319,000) 

(1,961,000) 

Refundable income taxes . 

— 

(3,031,000) 

Current maturities of long-term notes payable . 

470,000 

669,000 


$ 248,000 

$ (4,434,000) 


The accompanying notes are an integral part ot these statements. 
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Thrifty Drug Stores Co. Inc. and subsidiaries 


Consolidated statements of surplus 


For the years ended August 31, 1976 and 1975 


Earned Surplus: 

Balance, beginning of year. 

Add (deduct) — 

Net income. 

Cash dividends on common stock 
Balance, end of year. 


1976 

$ 74,109,000 

7,851,000 
(3,921,000) 
$ 78,039,000 


1975 

$ 72,351,000 

5,679,000 
(3,921,000 ) 
$ 74,109,000 


The accompanying notes are an integral part of these statements. 


Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 

To the Board of Directors and Shareholders, 

Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheets of THRIFTY DRUG STORES CO. INC. 
(a California corporation) and subsidiaries as of August 31, 1976 and 1975, and the related 
consolidated statements of income, surplus and changes in financial position for the years then 
ended. Our examinations were made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

In our opinion, the financial statements referred to above present fairly the financial position 
of Thrifty Drug Stores Co. Inc. and subsidiaries as of August 31, 1976 and 1975, and the results 
of their operations and the changes in their financial position for the years then ended, in con¬ 
formity with generally accepted accounting principles consistently applied during the periods. 

ARTHUR ANDERSEN & CO. 


October 29, 1976 
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 

August 31, 1976 


(1) Accounting policies 

The Company’s accounting policies conform with 
generally accepted accounting principles, are appro¬ 
priate to the Company’s business and are consistently 
applied. 

The consolidated financial statements include the 
accounts of the Company and its subsidiaries. All 
significant intercompany transactions and accounts 
have been eliminated. 

Merchandise inventories are stated on the LIFO 
(last-in, first-out) cost basis, which is lower than 
market. If the first-in, first-out (FIFO) method of 
inventory accounting had been used by the Com¬ 
pany, inventories would have been $14,289,000 and 
$12,255,000 higher than reported at August 31, 1976 
and 1975 respectively. 

Depreciation is provided on a straight-line basis 
over the estimated useful lives of the assets. Lease¬ 
hold improvements are amortized over the estimated 
useful life of the asset or over the term of the lease, 
whichever is shorter. Expenditures for property main¬ 
tenance and repairs are charged to expense; asset 
additions are added to the property accounts at cost. 

New store pre-opening costs are charged against 
operations as incurred. 

Contributions to the Company’s employees’ re¬ 
tirement trust were $795,000 in 1976 and $633,000 
in 1975. 

Sales include the sales of leased departments 
which were $26,929,000 in 1976 and $25,015,000 in 
1975. 

(2) Financing 

Long-term notes payable are due primarily to 
banks and insurance companies, including $15,771,000 
secured by deeds of trust and/or assignment of leases. 
These notes are due in varying installments through 
1999 and have a weighted average interest rate of 6.3 
percent. The aggregate amount of maturities of long¬ 
term notes payable, excluding interim construction 
financing obligations (funds provided through long¬ 
term lines of credit described below) is $1,000,000 
for each of the next five years, except in 1980 when 
it is $1,850,000. The long-term lines of credit extend 
through 1981; long-term lines of credit will continue 
to be used after that date to finance company con¬ 
struction activities. 

At August 31, 1976, under the terms of the most 
restrictive loan agreement, consolidated earned sur¬ 
plus of approximately $28,800,000 is eligible for the 
declaration of dividends on or the acquisition of com¬ 
mon shares. 

The Companies have long-term lines of credit 
totalling $22,900,000 at the prime interest rate of which 
$5,603,000 is unused at August 31, 1976 and short¬ 
term lines of credit at the prime interest rate for 
$7,500,000 all of which is unused at August 31, 1976. 
The average outstanding balances under the short¬ 
term line of credit was $2,900,000 in 1976 and 
$4,600,000 in 1975; the maximum balance outstanding 
at any one time was $7,000,000. The weighted aver¬ 
age interest rate for these borrowings was 7.1% in 
1976 and 9.0% in 1975. The Company’s total normal 
bank balances exceed the 10% compensating bal¬ 
ances which the Company has informally agreed to 
on certain lines of credit. The informal agreements 
do not restrict utilization of cash balances reflected 
in the Company’s Financial Statements. 

(3) Contingencies 

The Companies have leases (principally non¬ 
capitalized facility finance leases) on real and per¬ 


sonal property expiring at various dates from 1977 to 
2010. The rentals payable under these leases are 
determined on four principal bases; fixed rentals, 
percentage-of-sales without minimum, percentage-of- 
sales with required minimum, and percentage-of-sales 
with minimum payable to prevent cancellation. The 
aggregate annual amounts payable, net of sublease 
commitments which are not material, as fixed rentals, 
minimum rentals, and minimum rentals to prevent 
cancellation (excluding leases applicable to stores 
not open at August 31, 1976), are: 


1977 . $13,000,000 1982-1986... $59,000,000 

1978 . 13,000,000 1987-1991 ... 48,000,000 

1979 . 13,000,000 1992-1996... 40,000,000 

1980 . 13,000,000 after 1996... 31,000,000 

1981 . 13,000,000 


Net rental expense was $19,554,000 and 
$16,797,000 for the years ended August 31, 1976 and 
1975 respectively. 

At August 31, 1976 and 1975 present values 
of future noncancellable lease commitments were 
approximately $110,000,000 and $100,000,000. The 
weighted average interest rate based on present 
values was 6.9%. The range of interest rates was 
4.2% to 9.0%. 

If it is assumed that all the financing leases were 
capitalized, the resulting assets (including land prop¬ 
erty rights) were amortized on a straight-line basis 
and the interest cost accrued on the resulting liability, 
which has the effect of charging to expense more than 
the actual rent paid in the early years of a lease and 
less than the actual amount paid in later years, net 
income would have been reduced by $800,000 in 1976 
and $700,000 in 1975. 

As discussed in the accompanying Letter to Share¬ 
holders, the Company is involved in a purported class 
action suit, which in the opinion of management, after 
consultation with counsel, will have no significant ef¬ 
fect on the Company’s financial statements. 

(4) Stock Option Plan 

At August 31,1976, 57,700 shares of common stock 
were reserved for options granted to certain em¬ 
ployees under a 1964 stock option plan, under which 
no additional options may be granted. An additional 
157.050 shares were reserved for options granted 
under a 1976 stock option plan which provides that a 
maximum of 450.000 shares may be issued upon exer¬ 
cise of Options granted under the plan. Options out¬ 
standing at August 31, 1976 have prices ranging from 
$6.75 to $15.25 per share. Options outstanding under 
both plans may not at any one time cover more than 
250,000 shares of the Company’s stock. Under the 
plans, options are granted at prices equal to the fair 
market value at the date of grant and are exercisable 
only by a person remaining in the employ of the com¬ 
panies at the exercise date. 

(5) Taxes 

The provision for income taxes include state in¬ 
come taxes of $1,321,000 in 1976 and $960,000 in 
1975. Investment tax credits of $839,000 in 1976 and 
$538,000 in 1975 have been recorded as a reduction 
of the provision for income taxes. 

Deferred taxes result primarily from the use of the 
straight-line method of depreciation for financial state¬ 
ments, and the double declining balance method for 
tax purposes. Also, interest ($500,000 in 1976 and 
$400,000 in 1975) and property taxes on properties 
under construction are capitalized for financial state¬ 
ments and charged to income for tax purposes. 
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Summary of growth 


Year 

Ended 

Aug. 31 

Thrifty 

Stores 
at End 
of Year 

Big 5 

Stores 
at End 
of Year 

Sales 

Net 

Income 

Shareholders' 
Equity 
at End 
of Year 

1952 

96 


$ 54,038,000 

$ 513,000 

$10,250,000 

1953 

103 


60,571,000 

884,000 

10,542,000 

1954 

108 


63,119,000 

757,000 

10,741,000 

1955 

114 


66,661,000 

960,000 

11,142,000 

1956 

123 


74,875,000 

1,576,000 

11,820,000 

1957 

129 


86,771,000 

2,095,000 

13,054,000 

1958 

136 


97,712,000 

2,729,000 

14,645,000 

1959 

145 


115,586,000 

3,789,000 

20,658,000 

1960 

160 


134,195,000 

4,147,000 

22,861,000 

1961 

178 


151,857,000 

4,226,000 

24,956,000 

1962 

196 


170,173,000 

4,289,000 

26,984,000 

1963 

215 


189,043,000 

4,808,000 

29,821,000 

1964 

238 


210,816,000 

5,419,000 

33,222,000 

1965 

255 


226,819,000 

6,297,000 

39,396,000 

1966 

272 


243,261,000 

7,256,000 

43,894,000 

1967 

291 

13 

259,156,000 

6,346,000 

47,428,000 

1968 

313 

15 

284,321,000 

6,398,000 

51,093,000 

1969 

325 

17 

309,588,000 

7,076,000 

55,377,000 

1970 

346 

19 

335,583,000 

7,693,000 

61,088,000 

1971 

362 

19 

356,196,000 

8,105,000 

66,022,000 

1972 

387 

24 

388,387,000 

8,939,000 

71,863,000 

1973 

413 

26 

426,342,000 

9,565,000 

77,310,000 

1974 

441 

32 

480,476,000* 

3,975,000** 

78,112,000* 

1975 

469 

36 

546,716,000* 

5,679,000** 

79,870,000* 

1976 

490 

43 

610,074,000* 

7,851,000** 

83,800,000* 


* Includes sales of leased departments. 

* * Fiscal 1974, 1975 and 1976 reflect the LIFO method of accounting for inventories adopted as of September 1, 1973. 


Code of personnel administration 

Objective 

The Thrifty Code of Personnel Administration is designed to create and main¬ 
tain a State of Attunement (or Harmony) throughout the entire organization. 

Attunement is achieved when understanding, trust and respect exist in and between all of us who comprise Thrifty, and when 
each person in the Company is afforded the opportunity to derive the maximum satisfaction and pride from the performance of 
his duties and from his association with the Company. 


The 

THRIFTY PLEDGES TO EACH PERSON IN THE COMPAI 

1 To respect each employee as an individual and to be courteous and con¬ 
siderate to each employee in order that personal dignity may be maintained. 

2 To treat each employee fairly and without discrimination with regard to 
race, color, creed, age, sex or political affiliation. 

3 To encourage employees to voice their opinions freely, whether favorable or 
unfavorable, about the policies, programs and practices of the Company, and 
to provide an orderly system by which employees will be given thorough and 
sympathetic consideration of any job or personal problem which they may have. 

4 To keep employees informed of the policies, plans, problems and progress 
of the Company, including those of the specific department or division in 
which the employee works. 

5 To afford employees the opportunity to train and become better skilled in 

The management of Thrifty holds each executive, manager and supervisor who dir 
and implementation of the above set of principles. 


Code 

Y THE FULFILLMENT OF THE FOLLOWING PRINCIPLES: 

their jobs, as well as better prepared for advancement in the organization. 

6 To promote from within Company ranks, whenever qualified persons are 
available. 

7 To provide and maintain safe, clean and orderly work facilities and areas. 

8 To maintain a standard of pay and benefits equal to or higher than that of 
competitive establishments in the retail discount, drug, variety and depart¬ 
ment store fields. 

9 To operate in complete compliance with all applicable agreements and 
federal, state and local laws affecting employees. 

10 To do all other things which will create and maintain an environment which 
permits employees to take pride in the Company and inspires them to give 
wholeheartedly of their best efforts. 

cts the work of others responsible, consistent with his authority, for the execution 
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Directors: 

M. Axelrod — Senior Vice President of the Company 
Harry M. Bardt — Retired Executive Vice President, 

Bank of America 

Barton Beek — Partner, O’Melveny & Myers, attorneys, 
Los Angeles 

M. A. Borun — Executive Vice President of the Company 

Officers: 

Leonard H. Straus, President 
M. A. Borun, Executive Vice President 
R. W. Henry, Senior Vice President 
M. Axelrod, Senior Vice President 
Richard G. Eils, Senior Vice President 
Kenneth M. Crosby, Vice President 
Maurie I. Liff, Vice President 
Ralph Woolpert, Vice President 
J. A. Albanese, Vice President Real Estate Division, 
Assistant Secretary 

Robert W. Henry, Jr., Vice President Real Estate Division, 
Assistant Secretary 

Bruce M. Odell, Vice President Real Estate Division 
James F. Arnold, Assistant Vice President 
Mildred Arnold, Assistant Vice President 
Ellis H. Axelrod, Assistant Vice President 
Glenn E. Bishop, Assistant Vice President 
Richard L. Borun, Assistant Vice President 
Sidney Chambers, Assistant Vice President 
J. Jerry Christman, Assistant Vice President 
Ronald E. Clough, Assistant Vice President 
Thurman A. Crosswhite, Assistant Vice President 
Don K. Cox, Assistant Vice President, Assistant Treasurer 
Frank L. DeJohn, Assistant Vice President 
John G. Faulkner, Assistant Vice President 
Philip S. Gallo, Assistant Vice President 
William C. Gilkey, Assistant Vice President 
James L. Halcomb, Assistant Vice President 
John Hardy, Assistant Vice President 
James T. Harrell, Assistant Vice President 

Transfer Agents: 

Bank of America N.T.&S.A., Los Angeles 
(also dividend disbursing agent) 

Bankers Trust Company, New York 

Registrars: 

United California Bank, San Francisco 
The Chase Manhattan Bank, New York 

UNITED MERCHANDISING CORP. 

Maurie I. Liff, Chairman of the Board 
Robert W. Miller, President 
H. A. Liff, Executive Vice President, Treasurer, 
and Secretary 

Martin B. Alpert, Vice President 
R. Ricciuti, Assistant Vice President 
Allen L. Hutsell, Assistant Vice President 
Erwin J. Wolff, Assistant Secretary 

THE NEWMAN IMPORTING COMPANY, INC. 

William Newman, President 
Alec Newman, Executive Vice President and 
Assistant Secretary 
Mitchell Peter, Vice President 


Robert Borun — Honorary Chairman of the Board 
R. W. Henry — Senior Vice President of the Company 
H. A. Liff — Executive Vice President, Treasurer and 
Secretary, United Merchandising Corp. 

Ralph Woolpert — Vice President of the Company 
Leonard H. Straus — President of the Company 

Henry Harvey, Assistant Vice President 
E. M. Hedrick, Assistant Vice President 
Leonard Jick, Assistant Vice President 
James Koblensky, Assistant Vice President 
Manny Lampel, Assistant Vice President 
Jack W. Landis, Assistant Vice President 
Arthur London, Assistant Vice President, Assistant Secretary 
Orrin W. Lutterbeck, Assistant Vice President 
John Onestinghel, Assistant Vice President 
William C. Pierson, Assistant Vice President 
R. Ricciuti, Assistant Vice President 
Ray C. Rumel, Assistant Vice President 
Gerald J. Sauer, Assistant Vice President 
Donald P. Schneider, Assistant Vice President 
J. A. Smith, Assistant Vice President 
W. R. Spargo, Assistant Vice President 
Bernard Stillman, Assistant Vice President 
R. E. Swetnam, Assistant Vice President 
James D. Thomas, Assistant Vice President 
Adrain D. Weills, Assistant Vice President 
Ervin Weinberger, Assistant Vice President 
James T. Haight, Secretary and Chief Corporate Counsel 
Richard Ramsey, Treasurer 
D. Steven Nelson, Controller 
P. James Barthe, Assistant Secretary 
Iris M. Hackett, Assistant Secretary 
Margaret T. Lewicki, Assistant Secretary 
Gary S. Meade, Assistant Secretary 
Trudy Tyson, Assistant Secretary 
Lerita B. Walker, Assistant Secretary 
Laurence R. Abramson, Assistant Controller 

Auditors: 

Arthur Andersen & Co., Los Angeles 

General Counsel: 

O’Melveny & Myers, Los Angeles 

General Offices: 

Thrifty Drug Stores Co. Inc. 

5051 Rodeo Road, Los Angeles, California 90016 

WONDER WORLD COMPANY 

Maurie I. Liff, Chairman of the Board 
Herbert Kaufman, President 

WONDER WORLD TRAVEL SERVICE OF NEVADA 

Maurie I. Liff, Chairman of the Board 

Herbert Kaufman, President 

THRIFTY REALTY COMPANY 

Leonard H. Straus, President 
Richard G. Eils, Vice President 
Bruce M. Odell, Vice President 
Arthur London, Assistant Vice President 
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